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PUBLISHERS' NOTE. 



In the fall of 1891 the publishers of "Public 
Opinion," the eclectic journal of Washington, 
D. C, announced three prizes of $150, $100, and 
$50, respectively, for the three best essays on 
the question, "What, if any, changes in existing 
plans are necessary to secure an equitable distri- 
bution of the burden of taxation for the support 
of national, state, and municipal governments?" 

The committee of judges, consisting of the Hon. 
Josiah P. Quincy, of Boston, the Hon. J. A. Price, 
of Scranton, Pa., and Mr. Walter H. Page, editor 
of " The Forum," New York, awarded the prizes 
as follows : — 

First prize, to Mr. Walter Edward Weyl, Phila- 
delphia. 

Second prize, to Mr. Robert Luce, Boston. 

Third prize, to Mr. Bolton Hall, secretary of 
the New York Tax Reform League. 

Three other essays, by Mr. J. Whidden Graham, 
of New York, assistant secretary of the New York 
Tax Reform League, Mr. John Winslow Cabot, 
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publishers' note. 



of Boston, and Mr. William Hamilton Cowles, of 
Topeka, Kan., received favorable consideration. 

These six essays have seemed worthy of pres- 
ervation in permanent book form. We feel con- 
fident that, both from the clear and admirable 
style and from the high character of the argu- 
ments presented, these essays, taken as a whole, 
represent the ablest contribution ever made to the 
important subject of taxation. At all events, they 
will stimulate discussion, and arouse still greater 
interest in a topic that is vital to all American 
citizens. It is evident that something must be 
done within the near future, and all such discus- 
sions will aid the people in arriving at a method 
that will be equitable and satisfactory, and not 
tentative and experimental. 



INTRODUCTION. 



The enterprise of the Public Opinion Company, 
Washington, D. C, in originating the able discus- 
sion of this subject will fail of its best results if 
we do not secure therefrom a reasonable measure 
of unanimity of views, or common ground upon 
which to labor for reform. 

The fact that this is a national, state, and muni- 
cipal issue makes the problem far more difficult of 
adjustment than it is, for instance, in the compact 
and united little kingdom of Great Britain. The 
social and economic conditions of our great broth- 
erhood of states differ. It is not possible for them 
to adopt precisely the same methods of raising the 
needed revenue ; and yet there should be strenuous 
effort made to secure such tax legislation by each 
state as may not be an interference with the pre- 
rogatives of any other state or the interests of its 
people. A wise concurrence and consolidation of 
public opinion will very much help to secure this 
result. 

No better illustration of this point can be given 
than the difference of methods of taxation in 
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regard to associated or incorporated property. 
Massachusetts, for instance, has learned how profit- 
able it is for the state to take this class of prop- 
erty into her own hands, when home corporations, 
giving to the locality the benefit of the assessment 
upon the plant (real estate, and machinery) ^ and 
taking the tax upon the remainder of the corpora- 
tion's worth or property into her own treasury. 
From thence it is returned by a credit system to 
those towns in which the stockholders reside, the 
final result being that some nine hundred thousand 
dollars per annum goes into the state's revenue, 
— a tax upon the property of stockholders who 
reside out of the state. Now, there can be no 
injustice or illegality in this, because these corpora- 
tions are " estates lying within the commonwealth," 
as her constitution prescribes. But this is not all. 
Massachusetts also claims the right to tax as per- 
sonal property all stock in corporations which are 
out of the state, — foreign corporations, — when 
the stock is owned by residents of this state, 
claiming to do so by virtue of the legal fiction 
that "personal property follows the person," a 
legal precept not designed to establish the injus- 
tice of double taxation, but as good law to benefit 
the individual and the community by ease of 
transfer and conveyance. The injustice and falsity 
of this rule is shown by the fact that, when a citi- 
zen of another state owns stock in a Massachu- 
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setts corporation, the entire property is, as we 
have stated, taxed here, and the above rule, in 
its application to the resident of another state, 
denied. Many states claim to do the same as 
Massachusetts, — perhaps a majority in the Union, 
although something like a dozen, at least, do not. 
The only justification of this extraordinary treat- 
ment of this class of property is that its ownership 
is considered to be a measure of ability, and the 
obligation to contribute to the public needs accord- 
ing to ability and means cannot be ignored. This 
law of ability needs, however, to be more clearly 
defined. As Mr. Luce says, its most accurate and 
equitable measure should be determined by in- 
come ; and he wisely adds that " a wholly equi- 
table system of taxation will take no account of 
income from property already taxed." The ability 
of the citizen to pay taxes is represented by both 
his property and his income, and every state in 
which his property is situated should have its 
share of this ability so far as property is con- 
cerned. Let me show by a practical illustration 
the injustice of this method of taxing this class 
of personal property, upon which it is of prime 
importance that there should be juster views than 
prevail in many of the states. 

We will suppose that a millionaire, one of the 
class so much criticised, residing in Massachu- 
setts, has one hundred thousand dollars invested 
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in the stock of mills in Maine, another one hun- 
dred thousand dollars in mills in New Hampshire, 
a large interest in some mercantile house and stock 
of goods in New York, possibly some shares in 
a good Lake Superior copper mine, and so on 
through as many states in the Union as you 
please, — all personal property, — with perhaps 
only one fourth of his personal estate in Mas- 
sachusetts, where he chooses to reside. Under 
existing laws he is called upon to pay in Massa- 
chusetts, where he resides, taxes upon the entire 
million of dollars in value, although three fourths 
of his estate pays taxes at such rates as these 
other states are pleased to assess, where the prop- 
erty really is, and under whose protection and 
jurisdiction it exists ! The importance of this 
topic justifies this somewhat prolonged reference 
to it, for it may be safely stated that of the sixty- 
five thousand millions of dollars which is claimed 
to be about the aggregate wealth of the nation, 
next to real estate, which in the grand schedule 
might be twenty-five to thirty thousand millions 
of dollars, comes the immense incorporated prop- 
erty of the country, which, more than anything 
else, illustrates the growth, enterprise, and wealth 
of our people and our age. 

How and where, for purposes of taxation, to 
reach this kind of personal property is a question of 
prime importance. The attempt to do it through 
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the individual stockholder by taxing the certificate 
of stock in his private possession is a folly and a 
failure. For any state to tax the franchise when and 
where given, and the property itself where it is 
situated, would seem to be both reasonable, practi- 
cable, and just ; and I note with satisfaction that 
this source of revenue, especially for state treas- 
uries, is approved by the present essayists. If we 
are not in error in regard to the magnitude of 
this class of property, and its proportion to real 
estate, which carries the larger part of the public 
burdens (other than national taxation), why may 
we not lay upon the incorporated wealth of the 
country, in its corporate and not individual owner- 
ship, a large part of the remaining? The National 
Census Bureau of Statistics, whose existence is to 
be continued, we trust, cannot be engaged in any 
work more vital to all the interests of the country 
than in getting all the facts in regard to the mag- 
nitude and the ability of this class of property. 

I beg most respectfully to intimate that I think 
the argument of my fellow-townsman, Mr. Rob- 
ert Luce, concerning consumption is somewhat 
strained, even as a question simply of the final 
distribution of the burden of taxation. 

It is not, however, material to the discussion, for 
what we are mainly driving at is to find a way to 
raise money to fill the treasuries of all the great 
and small body politics of our country. I may be 
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allowed to suggest that the moderate or the non- 
user of tobacco and spirits certainly does not con- 
tribute much of the one hundred and fifty millions 
of the national internal revenue tax ; and as to the 
two hundred millions raised upon foreign imports, 

— one half, mainly the necessaries of life, being 
free, consumption of the remainder being luxuries, 

— it is not easy to see in such consumption any 
unwilling or unjust burden upon anybody. We 
may certainly congratulate ourselves that the na- 
tional system of taxation is constantly reducing 
the cost of everything except labor, and is thus 
making this country more and more the refuge and 
home of the poor of other lands. 

Returning, then, to that taxation which most con- 
cerns us, — local, or the city, town, and county tax : 
— these interesting monographs seem to voice that 
growing public opinion in favor of '* real estate 
only for local revenues." 

Mr. Hall expresses himself strongly on this wise 
in his conclusions. Mr. Luce admits that ** the use 
of real estate for anything but local revenues has 
been found unsatisfactory and unfair," and Mr. 
Weyl wisely declares that " the exemption of per- 
sonal property from taxation would result in little 
if any increase of the existing burdens upon real 
estate. The added security and profitableness of 
business, as well as the consequent attraction of 
new capital, would react upon the value of real es- 
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tate, and from this added value a greater tax might 
be obtained." To these advanced views I think it 
my duty to add, however, that such taxation of real 
estate only, for local needs, should be accom- 
panied by legislation which will relieve all real 
estate of that double taxation which is involved in 
taxing any mortgaged indebtedness thereon. In 
this reform I am glad to say Massachusetts leads 
the states, to her very great advantage. These 
advantages are concisely stated in my report on 
taxation to the Boston Business Association, Oct. 
21, 1889; and subsequent experience and observa- 
tion more than confirm their truth and reality. 

This reform has shown the people of our state, 
by proof, that double taxation is both unjust and 
unwise, and, while it may not be as easy to remove 
all double taxation from all personal property, yet 
the effort should be made to do so ; and it is not 
to be doubted that equally good results will follow. 
Indeed, it is coming to be more and more accepted 
as a wise economic truth not only that the state 
should abandon all attempt to tax any property 
twice, but that the exemption of whole classes or 
kinds of personjil property may be made with per- 
fect justice and for the good of all classes, and all 
the interests of the state or community. 

I observe that none of these three able writers 
has a word to say in favor of that " Dooming Sys- 
tem," or compulsory returns of personal property, 
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Still adhered to in some form under our American 
system of taxation. No student of taxation or 
thoughtful man can say a word in its behalf; it 
belongs to a past age, and has no fitness to the 
present wonderfully changed economic conditions. 
Its friends are chiefly of the agricultural class in 
our country, who labor under the false impression 
that all reform in taxation must be at their cost, 
not appreciating how much wiser and better it 
would be to reach personal property in other ways 
than by inquisitorial methods, which do not belong 
to our time and which in spite of all efforts in that 
direction do more and more prove a failure. The 
exemption of real estate from double taxation in 
this commonwealth has proved to be a benefit to 
all classes, primarily to the poorer and the debtor 
classes. We predict the same result from honest, 
reasonable, proportional and just taxation of per- 
sonal property. 

This article would exceed a proper length were 
I to dwell upon other items of this large subject. 
As a substitute for the present dooming and other 
systems by which personal property is taxed, I 
should accept a just income tax, as already inti- 
mated, not to be assessed, however, upon property 
which has been taxed, and also a succession tax 
in the Probate Courts, where all estates must find 
settlement and distribution, graduated, of course, 
in favor of the small estates. There are so many 
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things, however, in which I find myself in agree- 
ment with your essayists that I need not emphasize 
any less important matters of difference. 

My special gratification and reason for taking a 
small part in this discussion at the request of the 
proprietors of " Public Opinion " was to note the 
general concurrence of views and conclusions at 
which these evidently fair and independent minds 
have arrived. Will the public please note this 
fact, which I may justly claim to be as follows : — 

First, That taxation, which is most near and 
most important to us all, is the taxation of the 
city or town, and this should be levied upon real 
estate only. This conclusion does not forbid cities 
and towns from the right or duty of getting sub- 
stantial returns from licenses, rents, or special 
privileges, and monopolies. It does mean, how- 
ever, to dismiss that dooming or listing system by 
which personal property is now locally assessed, 
the folly and inequality of which cannot be over- 
stated. 

Second, To state taxation is left the entire 
field of personal property, which is ample, in its 
grasp of corporations, estates in the Probate Court, 
licenses, and, it may be, incomes on property not 
taxed, not only to meet the needs of the state 
but, I may suggest, possibly to do something for 
less favored towns, in schools and roads, which 
would relieve them from any embarrassment occa- 
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sioned by the change, as would be the case in 
Massachusetts. 

Third. And as for that national taxation upon 
which our two great political parties are divided, 
while I have pronounced views concerning it, I 
will cheerfully follow the excellent example of the 
essayists, and dismiss it from any prominence in 
the discussion. 

The work in which ** Public Opinion " is engaged 
IS praiseworthy. The public mind is awake and 
alert to the failures, follies, and wrongs of the 
present system of taxation. In the words of Prof. 
Seligman of Columbia College, ** Its retention can 
only be explained through ignorance or inertia ; its 
abolition must become the battle-cry of every 
statesman and reformer." 

JONATHAN A. LANE, 
President of the Boston Merchants Association, 
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1 8 EQUITABLE TAXATION. 

upon the enormous resources of the country and 
the consequent lack of interest felt by the people 
in their financial system. The last decade, how- 
ever, has witnessed an increasing interest in this 
important branch of political science and a deter- 
mined attempt to secure greater economy in gov- 
ernmental expenditure, and greater equality in the 
creation of governmental revenue. 

While none but dreamers expect to realize their 
ideals, yet the primary necessity in the pursuit of 
an end, such as equality in taxation, is to have a 
clear conception of what is sought. 

Our notion of equality will depend upon the 
relation which we suppose to exist between man 
and society. The social dividend theory assumes 
a contract by which man promises to pay toward 
the government's support in proportion to the 
protection it affords his property. This legal fic- 
tion would force the government unjustly to exact 
the great bulk of its taxes from the poor and the 
weak, since to these classes the protection it affords 
is most necessary. This view is strongly opposed 
by the Socialists, who contend that government 
should redress rather than aggravate the inequali- 
ties of nature. John Stuart Mill favors equality 
in taxation because it is most conducive to the 
greatest happiness, and he strongly condemns the 
practice of seeking its justification on other than 
utilitarian grounds. 
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How this indefinite desideratum is to be best 
attained is clearly discussed by Gen. Francis A. 
Walker. He deprecates a tax on realized wealth, in 
that it is prejudicial to saving; on income, because 
it puts a premium on idleness and ignorance ; and 
on expenditure, since it is unequal, and conducive 
to state interference in the disposal of the individ- 
uaFs earnings. The ideal tax, in Walker's opinion, 
is proportioned to the individual's faculty or ability, 
both native and acquired. While well adapted to 
savage life, the division of labor and differentiation 
of property consequent upon the progress of civ- 
ilization renders the execution of this tax impos- 
sible, and necessitates a reversion to the less 
equitable but far more practicable income tax as 
the nearest approach to effectual equality. 

But to the theorist who would indiscriminately 
apply the income tax to American communities 
many difficulties are presented. The would-be 
reformer must first study not only the relations 
of the national, state, and municipal governments 
upon this problem, but also the history, develop- 
ment, and present status of taxation in America. 

The federal constitution vests in the national 
government the power " to lay and collect taxes, 
duties, imposts, and excises," and expresses the re- 
strictions, limitations, and purposes in terms so 
general as to act merely as a check against par- 
tiality in levying the taxes. The state power over 
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taxation, despite the encroachments of the federal 
government, is still almost unlimited ; the sole in- 
junction laid upon it being non-interference with 
federal powers. Upon the taxing power of cities 
Judge Dillon says : " Municipal corporations can 
levy no taxes, general or special, upon the inhabi- 
tants or their property unless the power be plainly 
and unmistakably conferred, either expressly or by 
necessary implication." In many cases this power 
is quite limited, and often causes considerable em- 
barrassment to the municipal authorities. 

The basis of federal taxation is the expenditure 
of the individual. Under the head of internal 
revenue the national government levies taxes 
upon the production of beer, the distillation of 
whiskey and other ardent spirits, and the manu- 
facture and sale of tobacco, cigars, cigarettes, and 
snuff. This system of revenue is advocated as 
a method of counteracting the baneful influences 
of whiskey and tobacco, as an easy means of 
raising revenue, and as complemental to the duties 
on imports. 

The constitution removes exports from the do- 
main of taxation and thus concentrates federal 
taxes upon imports. Originally adopted as a 
means for raising revenue, the tariff owes to its 
protective features its long-continued preservation, 
as well as its remarkable development from a 
simple list of a few dozen duties to a scheduled 
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instrument whose sub-divisions include over two 
thousand taxable articles. 

From these two sources of customs duties and 
internal revenue the federal government derived 
in 1890 the enormous sum of $372,275,290.38, an 
amount exceeding the total expenditures for the 
year by over $13,000,000. 

The urgent need of money during the Civil War 
compelled the government to resort to a wide 
extension of the internal revenue system and to 
institute a direct tax and an income tax. The 
unpopularity, however, which these innovations 
encountered has precluded the possibility of their 
ever becoming a permanent part of the fiscal 
policy of the national government. 

The general property tax is the keystone of the 
financial arch of the states. With the exceptions 
of Pennsylvania, New Jersey, Delaware, and Wis- 
consin, all the states tax both personal and real 
property. This is accompanied in twenty-six of 
the states by a capitation tax, but the poll is gen- 
erally slight and the receipts from the tax insig- 
nificant. 

The increasing importance of banking, sleeping- 
car, telegraph, telephone, and insurance companies, 
and the complete failure to reach these corpora- 
tions by the general property tax, have led to the 
adoption of separate and distinct systems for their 
taxation. The tendency at present is to tax cor- 
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porations by a special board and according to 
peculiar rules, but the method adopted varies in 
the different states. 

The income tax exists in five states, but the 
liberal exemptions, low rate, and lax execution 
of the laws make the returns ridiculously small. 
More successful have been the taxes on inherit- 
ances adopted in five states. The aggregate re- 
turns from this tax in New York and Pennsylvania 
for the year 1888 exceeded $1,400,000. 

When we reflect that there are four hundred 
and forty-three American cities each having a 
population of over eight thousand inhabitants, 
and that these cities are controlled by over two- 
score of independent commonwealths, the impos- 
sibility of accurately describing the municipal tax 
system becomes apparent. 

Confinement to a few generalizations is, there- 
fore, inevitable. Of the total ordinary receipts of 
the cities, two thirds are derived from general 
taxes. (See Census Bulletin No. 82.) 

The principal tax is levied on real estate, but in 
some cities it is extended to household goods and 
other forms of personal property. Of the munici- 
pal revenue almost nine per. cent is obtained from 
the city returns from water-works, while over five 
per cent is obtained from liquor licenses. 

For over a century the tariff has been a bone of 
contention in American politics. It has been 
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branded by its enemies as regressive, unequal, and 
as tending toward monopoly and aristocracy. Its 
supporters laud the tariff as an economical and 
political benefit and as a fiscal necessity. It is, in 
truth, a mixture of good and evil, and its perma- 
nency will depend upon the rapidity with which 
its objectionable features will be eliminated. The 
internal revenue duties on spirits and tobacco are 
still defended as a means of restraining the use of 
what Hamilton characterized " pernicious luxuries." 

The system of state finance, as it exists at pres- 
ent, is fundamentally wrong. The foundation upon 
which it rests is the theory that, as government 
exists for the protection of property, every species 
of wealth should pay a share toward its support. 
The errors of this theory lie in limiting state 
activity to the protection of property, and in subor- 
dinating to it the governmental care of the indi- 
vidual. 

Divorced from the question of abstract justice, 
the practical working of the general property tax 
presents a specimen of gross injustice. The rocks 
upon which this tax has always split have been the 
unequal assessment of real estate and the escape 
of personality from the burdens of taxation. 

The subdivision of land into districts enables 
each local assessor to undervalue the land in his dis- 
trict, and thus affords a loophole of evasion to all 
but the conscientious. The injustice thus caused. 
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however, is not so palpable and glaring as that 
resulting from the escape of personal property 
from the burdens of taxation. Personality pos- 
sesses considerable mobility, and is in many forms 
invisible, intangible, and easily hidden. Its uni- 
versal evasion of the tax is typified in New York 
State, where, although estimated at from fifty to 
sixty per cent, it was assessed at but iiA^ per 
cent of the value of the whole property. The 
assessment of 1885 shows the following valua- 
tion : — 

Real estate ^^2,762,348,21 8 

Personal property ZZ^>Z^Z>^Z9 

Total 13,094,731457 

This unfortunate state of affairs is not peculiar 
to the Empire State. Assessors in almost every 
state complain of their total inability to find per- 
sonal property, and of the injustice wrought by the 
tax. Even in Ohio and Georgia, where this sys- 
tem is found at its best (which, as Ely says, is its 
worst), the attempt to reach personal property has 
proved a dismal failure. 

By those states which are compelled by their 
constitutions to maintain this tax, so ill-adapted to 
existing conditions, many reforms may be adopted. 
Proniinent among these are the choice of assessors 
by an independent central power, their non-eligi- 
bility to re-election, and the examination of tax 
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returns by the Grand Jury. The more frequent 
assessment of property, the extension of the right 
of appeal and of arbitration, and the abolition of 
legal oaths, as conducive to perjury rather than to 
probity, would tend to relieve the existing inequal- 
ities. Yet, despite these reforms, the general 
property tax is unjust. It lacks uniformity and 
universality in its application, proves an incentive 
to perjury and deceit, and, owing to its failure 
completely to reach the property of the rich, is 
regressive. 

Quite as unequal is the poll-tax, so prevalent in 
New England and the South. Its evident unfair- 
ness, its difficulty of collection, and its meager 
returns render the imposition of this descendant of 
the old French tax, the unpopular corvky exceed- 
ingly impolitic. 

Taxes upon corporations have been the bug- 
bears of state finance. As yet their taxation has 
not been reduced to a universal rule. Prof. Selig- 
man, in his monograph on ** The Taxation of Cor- 
porations," mentions thirteen bases for levying the 
tax. The tax in different states has been laid 
according to *' the value of the property, the cost 
of the property, capital stock at par value, capital 
stock at market value, capital stock plus bonded 
debt, capital stock plus total debt, loans, business, 
gross earnings, dividends, capital stock according 
to dividends, net earnings, and franchise." 
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This multiform tax on corporations, this confus- 
ing mass of approximations, may be attributed to 
a reliance upon empirical rules, instead of applica- 
tion to fundamental principles. Other taxes have 
been apportioned among persons according to 
their ability to pay. Why should not corporations, 
which are but '* legal persons," be subject to taxa- 
tion in like manner? A tax upon corporations, 
according to their ability to pay, must be propor- 
tioned to their net receipts, as this represents- as 
nearly as possible the income of this child of the 
law. In so far as the present systems of corpora- 
tion taxation fail to comply with this requisite they 
are unjust and unequal. But while perfect in 
theory the practical application of the net receipts 
tax reveals a fatal defect. The evasion of this tax 
by corporations, and especially by railroads, is so 
facile and accompanied with so little danger of 
detection that it becomes advantageous to sub- 
stitute in its place a tax on gross receipts. How- 
ever carefully graduated, this gross receipts tax 
can never be theoretically so faultless as that on 
net receipts ; but its practical advantages of cheap 
collection, immunity from evasion, and large rev- 
enue afforded render it the least objectionable of 
all taxes upon corporations. 

The liquor license system, supported as it is by 
a large and powerful class, and viewed as a success 
both from a moral and economic standpoint, is 
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still capable of great reform. The present system 
of granting licenses should be superseded by the 
creation of liquor monopolies in previously located 
districts, and by leasing at auction, for definite, 
short periods, the privilege to sell liquor. 

The wholesale imposition of licenses by the 
Southern states is less excusable. The check to 
production, especially among the poorer trades- 
men, which this tax engenders leads to immigration 
of capital, and explains in a great measure the 
stagnation and inertia of many of our Southern 
cities. 

The faults of municipal taxation are a certain 
amount of inequality arising from adopting prop- 
erty as a basis of taxation and a high rate owing 
to the necessarily urgent needs of American cities. 
Dr. Ely has developed an elaborate system by 
whiph municipalities could derive a considerable 
revenue. The plan provides for the city control 
of gas and water works, and for the leasing to the 
highest bidder, for periods of fifteen or twenty 
years, certain privileges which enable the pos- 
sessor to enjoy the benefit of a natural monopoly, 
such as street-car traffic, gas and electric lighting, 
etc. If this plan were adopted the city might in 
all cases release personal property from taxation, 
and, while decreasing the rate, greatly increase the 
revenue. 

In reviewing the tax systems of the national, 
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state, and municipal governments, fundamental 
evils have presented themselves. It has been 
shown that the tariff, in so far as it is a tax, is 
regressive, and that the general property and poll 
taxes throughout the states increase rather than 
diminish the injustice. The burden upon the poor, 
due to this regressivity, is still further augmented 
by the ease with which great corporations have 
escaped taxation. Other evils arise from the free 
concession to monopolies of valuable municipal 
privileges. 

It is, therefore, evident that the existing system 
of American taxation is unequal and unjust. Yet 
the construction of a system with a view to attain 
equality is difficult, so great is the confusion aris- 
ing from a multiplicity of related considerations. 

The necessary qualities of a good tax, as em- 
braced by the four canons of Adam Smith, are 
equality, certainty, convenience, and economy. 
To these may be added the adaptability to the 
peculiar political and economic conditions of the 
state imposing the tax. 

As it cannot be expected that all taxes will suit 
these conditions, the nearest approach to equality 
will result from a coordination of the systems of 
federal, state, and local taxation, in order by this 
compensatory method to minimize injustice. The 
number of such combinations of existing methods 
is considerable, but the following system most 
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strongly appeals to us as practicable and equi- 
table. 

In the system to be here advocated the revenue 
of the federal government is to be raised by cus- 
toms duties and internal taxes, that of the states 
by taxes on income, inheritances, and corpora- 
tions, while local taxes are to be levied on real 
estate. Numerous other taxes, such as those on 
commissions, auctions, dogs, lotteries, etc., etc., 
may also be levied as restrictive measures, as 
occasion demands. 

The greatest obstacle to the successful levy of 
an income tax is the difficulty of properly estimat- 
ing the incomes of the mercantile and commercial 
classes. This obstacle necessitates a resort to a 
publication of tax returns, under the belief that 
the merchant will fear to lose prestige and credit 
by understating his income. Whether the income 
tax should be progressive or proportional has 
been freely discussed. While Montesquieu, Gustav 
Cohn, and others favor a progressive tax, the 
American people would not easily be reconciled to 
any other than a proportional income tax with an 
exemption of the smaller incomes. Dr. Ely shows, 
in his " Taxation in American States and Cities," 
the possibility of raising a revenue almost equal 
to the present by a one per cent tax on incomes. 
It is perhaps safe to say that a rate of two per cent 
would be amply sufficient in the Eastern states. 
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and one of two and one half or three per cent 
would suffice in the poorer Western states. 

The large returns from the inheritance tax in 
New York and Pennsylvania show the possibility 
of making it an important auxiliary of the state 
income tax. This tax could be progressive, ac- 
cording to the value of the property left by the 
intestate, and according to the degree of affinity 
subsisting between the deceased and his nearest 
kinsman. 

While not prepared to limit absolutely the 
amount each relative may receive by bequest, as 
was proposed by the Illinois Commission, the right 
of escheat might be exercised over all property 
where there is no nearly related inheritor. These 
taxes should be supplemented by a corporation 
tax, which should be as nearly as possible appor- 
tioned to the true net profits of the company. 

An exemption of personal property from taxa- 
tion would result in little if any increase of the 
existing burdens upon real estate. The added 
security and profitableness of business, as well 
as the consequent attraction of new capital, would 
react upon the value of real estate, and from 
this added value a greater tax might be obtained, 
accompanied, perhaps, even by a reduction of the 
rate. 

In the system here outlined the attempt has been 
made to reach, through the agency of national, 
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state, and municipal taxation, all classes and con- 
ditions of men. 

This combination of a national tax on consump-" 
tion, a state tax on income, and a local tax on a 
certain form of realized wealth, should not be re- 
garded as a compromise between good and bad 
taxation, or as a crazy-quilt of financial schemes, 
but as a system of checks and compensations 
demanded by American conditions. 

While the component parts of this tax system 
may not be individually equal, the combination of 
a regressive national tax, a partially progressive 
5tate tax, and a proportional municipal tax cannot 
but be a vast improvement over the present con- 
fused system of American taxation. 

Walter E. Weyl. 
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affect the question of the equitable distribution of 
the burden, but emphatically shows the importance 
of that question. 

A strict interpretation of it, indeed, permits dis- 
cussion of the taxes themselves and the methods 
of their collection only so far as the methods and 
the taxes are unfair. In starting, we cannot go 
back of the premise that the share of each man in 
the cost of government should be determined by 
his ability to pay. Assuming that to be the case, 
we are confronted first with the problem of meas- 
uring that ability. 

Throwing out the utterly irrational and almost 
obsolete per capita or poll tax, three standards will 
be found in use for this measurement, viz., what a 
man has, what a man receives, and what a man 
spends : or, to put it in another form, a man's pos- 
sessions, his income, or his consumption. If these 
standards were equally accurate, the problem of 
taxation would be simple, for it would be necessary 
to determine only which standard would be cheap- 
est to apply. It is, however, perfectly clear that 
no one of them is accurate, and that they vary 
greatly in relative accuracy. A man may own that 
which is unprofitable and yet valuable, as in the 
case of undeveloped land or mines. He may earn 
much, and yet, if he has many dependent on him, 
be obliged to spend it all. Or he may have the in- 
clination or opportunity to spend but little of his 
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incorpe. A judicious combination of the standards 
of measurement would seem least likely to work 
injustice, and that has apparently been the aim of 
our law-makers. At any rate, we find two of these 
standards always in use, and the third, upon which 
is based the income tax, not universal nor anywhere 
of as much importance as either of the other two, 
but nevertheless employed. 

The interdependence of property and income 
makes them nearly equal in their accuracy as stand- 
ards for taxation, but consumption, spending, bears 
such a varying relation to each that clearly it must 
be far more accurate or far less accurate. The 
slightest reflection shows the latter to be the case. 
Herein lie the chief defects in the prevailing methods 
of taxation. The general impression is that the 
bulk of our taxation is determined by property or 
income. On the contrary, it is mainly determined 
by consumption, a most inequitable standard. 

Ask the ordinary citizen if he pays taxes. If 
he owns land or a house, he will answer ** Yes " ; 
otherwise he will say ** No." He does not realize 
that half the taxes of the country go to the national 
government, none of which are determined by 
property or income, but all by consumption. Nor 
does he realize that no man owning land or its 
improveaients really makes the sacrifice which tax- 
ation implies unless he is the user of the land or 
its improvements, and the consumer of its prod- 
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ucts. If he rents the land, leases the house, sells 
the product of the mine, the farm, or the factory, 
takes pay for the use of the railroad or the steam- 
boat — in short, if he does not consume his prop- 
erty himself, he pays the taxes for somebody else, 
and that somebody else foots the bill, is the real 
tax-payer. Men pay the taxes of the country in 
proportion to what they eat, what they wear, what 
they use or destroy. No man can escape that 
much, and no man can pay more. Every man 
not a pauper, insane, nor a criminal, is a tax- 
payer. No man pays in proportion to what he 
has or what he earns, unless by the merest 
chance that happens to correspond with what he 
consumes. 

It needs no argument to show that the standard 
of consumption inequitably distributes the burden. 
The millionaire, with his income of fifty thousand 
dollars a year, cannot eat or wear a hundred times 
as much as the day laborer with his income of five 
hundred dollars a year. Nor in the ordinary course 
of events does he spend a hundred times as much on 
travel, horses, furniture, or any of the other luxu- 
ries of life. Taking the country through, it is 
safe to say that expenditure does not increase in 
proportion to property or income. The conclu- 
sion is inevitable that the poorer a man is, the 
larger his proportionate share of the burden of 
taxation; whereas, if there were to be any in- 
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equality whatever, the richer a man, the larger 
relatively should be his share. 

A tax borne in proportion to the consumption of 
luxuries is evidently more nearly equitable than one 
borne in proportion to the consumption of neces- 
saries, inasmuch as the difference between the 
quantities and cost of the flour and sugar and wool 
used by rich and poor is far from being as marked 
as the difference in the ornaments of house and 
dress, the liquors, the tobaccos, and all the other 
luxuries. So it results that an excise tax is a fairer 
tax than a tariff on the necessities of life and the 
raw materials of manufacture. Furthermore, the 
excise tax has a beneficial influence in restricting 
the consumption of articles that are often noxious, 
both to the user and to the community. There is 
a chance for argument as to whether any tax should 
ever be used to kill two birds with one stone, but 
if ever that is justifiable surely it is here. A double 
object is also sought in the tariff on raw materials 
and common foods ; viz., the collection of revenue 
and the protection of industries. Whether the ad- 
vantages of protection counterbalance the injustice 
of a tariff that bears proportionately harder on the 
poor than on the rich is another mooted question 
hardly pertinent to the present inquiry. It will be 
sufficient here to call attention to the fact that the 
income from the tariff, so far as it is determined 
by the consumption of the necessaries of life, is a 



EQUITABLE TAXATION. 37 

burden weighing unevenly on the people, and, so 
far as it is determined by the consumption of luxu- 
ries, weighs also unevenly, but less unevenly. The 
enormous indirect cost of tariff taxes in raising the 
price of the protected articles grown or made at 
home is likewise not a pertinent topic here, inas- 
much as it varies in more or less constant ratio 
with the tariff tax itself, and so, in the injus- 
tices of its burden, is attackable on the same 
grounds, and likewise defensible on the score of 
public policy and ultimate benefit to the whole 
community. 

Indirect taxes, taking the term in its common 
but misleading acceptation, are not confined to 
national revenues. Their inequalities play a con- 
siderable part in the support of state govern- 
ments. In Massachusetts, for instance, they furnish 
more than half the income to the state treasury. 
Through taxes on corporations, national banks, in- 
surance companies, and deposits in savings banks, 
through liquor licenses and miscellaneous indirect 
channels, the average Massachusetts citizen pays 
nearly nine dollars a year, or fourteen hours of 
labor, while through his city or town treasurer 
he pays less than four dollars. Of these indirect 
taxes, only that on deposits in savings banks, 
averaging to yield two dollars and twenty-five 
cents for every family of five, fails to distribute 
itself to the consumer in the ratio of consump- 
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tion; and, as the deposits in the savings banks 
belong in tfie main to the poorer classes, the 
taxes on them accomplish the same inequitable 
result, — - the putting of the heavier burden on 
the weaker shoulders. 

Local taxation is commonly supposed to be 
direct taxation, and therefore free from the charges 
brought against the methods of collecting the bulk 
of national and state taxes. The fact is, however, 
very little of local taxation is really direct ; that is, 
paid to the town or city treasurer by the person 
actually making the sacrifice. The taxes paid by 
landlords are not to them a loss, any more than 
their insurance premiums, or allowances for repairs ; 
and a comparatively small part of the houses and 
land of the country, reckoning by valuation, is 
occupied by the owner. All the taxes on mercan- 
tile and manufacturing establishments, plant and 
stock, are transferred to the consumer. So it is 
also with the taxes on all the instruments of public 
transportation, which, next to luxury taxes, are 
probably the least inequitable form of indirect tax- 
ation. They are, indeed, themselves to some ex- 
tent luxury taxes. Though the richer a man is the 
more proportionately he cannot eat and wear, the 
more he can and does travel, use the express com- 
panies, and by means of the telegraph and tele- 
phone in other ways add to his comfort. This alone 
would go far toward justifying the taxes on public 
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carriers, not because they are in themselves per- 
fectly equitable, but because they are less inequita- 
ble in their ultimate bearings than most of the other 
taxes now imposed. Moreover, they are adjusted 
with less friction and collected with more economy 
than almost any other taxes. 

It is not necessary and not logical to go further 
and advance the argument that public carriers 
should pay taxes in return for the privileges they 
enjoy. Such payment is not a tax at all, but noth- 
ing more nor less than rent. The tendency to 
confuse it with taxation is working much harm 
nowadays, and so is its counterpart — the idea that 
public carriers should enjoy any immunities because 
they are public benefactors. Every corporation, 
whether public or private, and every individual 
worker, whether his work directly affects the many 
or the few, is a public benefactor so long as the 
public at large profits by the result of the work. 
The corporation or the individual enjoying fran- 
chises or privileges granted by the public and ex- 
clusive or limited in their nature should pay rent 
for them to such an extent as to leave for profit no 
more than the ordinary return, after taking into 
account, of course, the risks involved. This rent 
should be clearly distinguished from taxation, with 
which it has nothing in common save that the pub- 
lic treasury gains by each. It must not be over- 
looked, however, that if this rent were generally 
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exacted, a very much smaller part of the public 
revenue would have to be raised by taxation, and 
its inequalities would be proportionately less bur- 
densome. 

It is useless to demand the abolition of all indirect 
taxation. If the taxes were all direct, it would be 
impossible to collect them. The strongest argu- 
ment for indirect taxation is the ease of collection. 
That was why, in the time of Charles II., the first 
indirect tax was devised, — the excise tax. That 
has been the reason for the favor it has met from 
every spendthrift monarch and every spendthrift 
party. Paradoxically enough, however, its dan- 
gers and its advantages come from the same 
cause ; and in the hands of a thinking people, not 
too indifferent for action, it may be so wisely used 
as to eliminate the element of danger, and make 
that of good all-potent. 

The taxes commonly classed as ** direct " are 
those on polls, real estate, personal property, and 
income. The utter injustice of the poll-tax has 
already been referred to, and its early abolition in 
the few states that still adhere to it may be safely 
predicted. 

The serious objection to the real estate tax is 
that already pointed out as due to the large pro- 
portion of tenantry and the transfer of the tax from 
the owner to the user. Any proposition looking 
to the placing of all taxes on land or to the state 
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ownership of land and income from its rental ap- 
pears open to the same objection, inasmuch as 
under any such plan the burden of the taxation will 
still be transferred to the consumer of the products 
of the land and the buildings, the eaters and the 
wearers will still pay the taxes of the farmer 
and the manufacturer and the merchant in pro- 
portion to their eating and wearing, not in propor- 
tion to their means. The single tax may secure to 
the people the unearned increment, but it will not 
be a just tax so long as there are poor and rich. 

The use of the real estate tax for anything but 
local revenues has been found unsatisfactory and 
unfair, by reason of the impossibility of fair com- 
parative valuation of property too much scattered 
to be accurately assessed by any one man or board. 
Town, city, and county governments vie with each 
other in undervaluation, and make our assessments 
ridiculous. It would seem that here is the most 
obvious chance for immediate tax reform. It would 
seem that state laws making it a penal offence for 
assessors to rate real estate at below its selling price 
or income value would at once simplify and purify 
real estate taxation. Why such legislation is not 
enacted is one of the mysteries of America admin- 
istration. So long, however, as towns and cities 
rate at less than one hundred dollars that which 
sells for one hundred dollars, or earns the usual 
income on one hundred dollars, so long it will be 
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wiser to confine state revenues to indirect taxation 
of some sort; and probably corporation taxation 
will be found the most convenient and equitable 
medium. 

Personal taxes are the subject of the most di- 
verse opinions, but everybody agrees that in their 
present application they are invariably unjust. 
Two remedies are suggested: one, to niake the 
laws so strict that all personal property will be re- 
turned for taxation ; the other, to abolish taxes on 
personal property. The first has been tried again 
and again, always with ridiculous failure. Public 
opinion will not sustain the enforcement of the 
law. The other course was sensibly advocated by 
the Connecticut Special Tax Commission, which 
reported in favor of striking all the items of intan- 
gible property out of the list, and said : " The 
truth is that no system of tax laws can ever reach 
directly the great mass of intangible property. It 
is not to be seen, and its possession, if not volun- 
tarily disclosed, can in most cases be only the 
subject of conjecture. As the law ^tands, it may 
be a burden on the conscience of the many, but 
it is a burden on the property of the few, not 
because there are few who ought to pay, but be- 
cause there are few who can be made to pay." 

Presumably this view would long before now 
have been generally acted upon if law-makers had 
gone a step further and asked themselves what they 
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were taxing. Where and what is ** intangible prop- 
erty?" Leaving out animal life, privileges, fran- 
chises, monopolies, how much else is there in the 
world but the earth and its products? What value 
have stocks and bonds beyond the value of the 
property and franchises and monopolies they rep- 
resent? Does it not follow that the great mass 
of taxation of '* intangible property " is in reality 
double taxation? In some states the owner of 
stock in corporations chartered by his own state is 
exempt from taxation on it, on the ground that 
the corporation pays a corporation tax, but if he 
owns stock in a foreign corporation he must pay 
taxes on it. In either case, the corporation itself 
has already paid taxes on all its land, buildings, 
plant, stock, and money in hand. We speak of 
bonds, stocks, notes, etc., as " the evidences of 
wealth." The very phrase shows the tangibility 
of almost all property. Tax, then, chiefly that 
which is to be seen of all eyes, and thus tax little 
twice. Only the infrequent miser can escape. 

This would not exempt merchandise, plant, 
machinery, furniture, farm stock and implements, 
and all the other classes of tangible things that do 
not come under the head of real estate. These can 
be easily reached by the assessors and easily ap- 
praised. But it would take no account of the prop- 
erty designated in bills of sale as good will. Any 
established business is worth more than its tangible 
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possessions would sell for. Every professional 
man has a property in his clientage. There is but 
one feasible way to reach this, and that is by the 
income tax, the favorite remedy with many for 
all the ills of taxation. They too often, however, 
confound distinct functions of income, one as a 
measure of everybody's ability to pay, and the 
other as a measure of certain value at the com- 
mand of some people, not derived from material 
things. As a measure of ability to pay, the income 
would undoubtedly be the most accurate and equi- 
table if it could be determined with unvarying 
accuracy, but it has the same objection as the 
attempt to measure wealth at second hand through 
stocks and bonds, — its appraisal rests largely with 
its possessor, and human nature is not equal to that 
strain. But there is no other way to gauge the im- 
material wealth of professional and salaried men or 
so much of the wealth of men in business as comes 
from its good will, reputation, advertising, etc. A 
wholly equitable and practical system of taxation, 
then, will take no account of income that comes 
from property already taxed, but will insist on the 
taxation of all other income, and, as an offset to the 
disadvantages of the poor from all taxation meas- 
ured by consumption, will be so graduated that the 
larger the income, the more, proportionately, will 
it pay. 

Robert Luce. 
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be balanced by the defects of another, while the 
advantages of all are secured." That is as though 
a doctor should say that the disadvantages of anti- 
pyrines, sudorifics, and sedatives are such that it 
has been found best to dose patients for every dis- 
ease with a view to combining the advantages of 
all remedies. Yet, in taxing, such is the common 
procedure. 

It IS not wonderful, however, that taxation 
should be of so chaotic a character.* It origi- 
nated either in simple robbery or extortion by 
chiefs and kings, or in the price of protection 
from robbery ; f and so far as it has been controlled 
by any practical theory it has been the theory of 
the blackmailer or the bandit; that is, to prey 
upon its victims just to such an extent and in 
such ways as will leave them able to respond to 
further exactions. This is what we might call, 
after Colbert's famous saying, the goose-plucking 
system of taxation. It has been succeeded, in 
theory at least, by taxes imposed by the people 

♦ " The systems for raising revenues in the different states by the 
national government grew up under the force of accident and cir- 
cumstances rather than as the result of consideration and inquiry." 
— From the Report of the Commissioners of iSyi^ to revise the Tax 
Laws of New York, by David A. Wells and Messrs. Dodge &* 
Cu}'ler. 

t Blanqui : Hist, of Pol. Econ. in Europe; also Denslow's " Prin. 
of Econ. Phil.," Cassell, p. 452 ; Smith's " Wealth of Nations," 
Black & Tait's Ed., pp. 412-14. 
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themselves for their common needs. What, then^ 
are these common needs for which we should pay- 
in common? 

Taxes are popularly supposed to be paid only 
for protection of life or property. This is erro- 
neous.* 

Were they for protection only, those persons who 
demand most protection should pay the most ; that 
is, orphans, women, lunatics, and the poor gener- 
ally; while the city ** tough," John L. Sullivan, or 
anybody else who feels quite competent to take 
care of himself with his hands, should not pay 
anything. The rich man does not need your pro- 
tection. He can, and actually does, hire Pinker- 
ton's detectives, or footmen, or watchmen, when he 
finds himself or his property in danger. Should 
he on that account be exempt? 

Were taxes for protection, the owner of a ranch, 
which cannot be carried off, and which he is pre- 
pared to defend by the aid of his cowboys, should 
not pay any taxes. We find, in fact, in some com- 
munities such a state of society that, owing to the 
mild manners or religious feelings of the people, 
protection is unnecessary; while in some frontier 
towns every one protects himself or else a vigilance 
committee protects all who deserve it. Will any- 
one claim that in such cases no taxes could be 

* J. S. Mill's Prin. of Pol. Econ. Longman's G. R. & D.'s, Peo- 
ple's Ed., p. 485. 
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fairly levied, or that, conversely, he who pays no 
taxes should have no protection? In old times 
taxes were based on some such theory, but that 
age has long passed by. 

Taxes are not paid for protection, except in the 
same sense that the price of protection is paid in 
stamping a letter. They are a necessary condition 
of having roads, bridges, public justice, sewers, 
boards of health, commissioners of agriculture, 
water, police, lights, education, harbors, and the 
thousand and one privileges incident to civilized 
society. 

Another popular theory is that men should con- 
tribute to the common burden according to their 
abilities — that a man should pay because he 
can. This is as fallacious as the last.* Such a 
tax is a tax on abilities, and consequently a dis- 
couragement to large abilities. 

It also is based on the tribute theory and can be 
reduced to an absurdity ; for only a comparatively 
small sum, say not over a hundred thousand dol- 
lars annually, is necessary to the comfort of even a 
very extravagant man ; while the ordinary banker 
could spare little out of five thousand. The man 
who has a million a year, therefore, if he were to 
pay according to his ability, should be taxed nine 

♦ " It must, therefore, be evident that equality of taxation cannot 
mean the taxing of people according to their means." — H, FaW' 
cetfs Man, of Pol, Econ,^ 6tk Ed,y p, ^i8. 
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hundred thousand, and the modest banker should 
go almost free. Nor is there any justice in such 
a levy ; for a costly marble mansion with its usual 
furniture, demanding no more from the public than 
does a cheap wooden house, should be charged no 
more. Clearly taxes are not collected for that 
reason. 

Taxes are collected because, when men gather 
together, it is found best to divide certain neces- 
sary work for the sake of economy and efficiency. 
It seems, therefore, that those who get the most 
benefit from this work should pay proportionately ; 
that all should pay only for what they get. 

Adam Smith was the first to attempt to formu- 
late these truths upon which a tax system should 
be based. His canons may be described as those 
of Convenience, Economy, Certainty, and Equal- 
ity. They leave out, however, the element of di- 
rectness, with the benefits which admittedly flow 
from every man knowing for what he pays his 
money. They do not sufficiently consider the 
additions to the amount of taxes which are added 
by those who advance the tax and really act as 
collectors. The greater the number of hands 
through which the tax passes on its way from 
the real payer to the government, the greater 
the number of profits and expenses which will be 
taken out of the sum paid before the government 
gets It. 



s 
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An examination of the leading authorities shows 
that, though variously expressed, Smith's maxims 
as far as they go, have " been generally concurred 
in by subsequent writers,"* and that their appli- 
cation has been no less generally neglected. 

His principles have recently been formulated by 
a New York association, as follows ; viz., — 

1. The most direct taxation is the best, because 
it gives to the real payers of taxes a conscious and 
direct pecuniary interest in honest and economical 
government. 

2. Mortgages and capital engaged in produc- 
tion or trade should be exempt from taxation 
because taxes on such capital tend to drive it 
away, to put a premium on dishonesty, and to dis- 
courage industry. 

3. Real estate should bear the main burden 
of taxation, because such taxes can be most 
easily, cheaply, and certainly collected, and be- 
cause they bear least heavily on the farmer and 
the worker. 

These unite all the canons stated by Adam Smith, 
and, for a practical p;-ogram, appear to meet 
every requirement. 

The laws are stated by Henry George with 
axiomatic force, as follows : — 



* Mill's Prin. of Pol. Econ., p. 483. See also Fawcett's Man. 
of PoL Econ., 6th Ed., 1883, p. 516. 
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The best tax by which public revenues can be 
raised is evidently that which will closest conform 
to the following conditions : — 

1. That it bear as lightly as possible on pro- 
duction, so as least to check the increase of the 
general fund from which taxes must be paid and 
the community maintained. 

2. That it be easily and cheaply collected, and 
fall as directly as may be upon the ultimate payers, 
so as to take from the people as little as possible 
in addition to what it yields the government. 

3. That it be certain, so as to give the least 
opportunity for tyranny or corruption on the 
part of officials, and the least temptation to law- 
breaking and evasion on the part of the tax- 
payers. 

4. That it bear equally, so as to give no citizens 
an advantage, or put any at a disadvantage, as com- 
pared with others. 

From these premises Mr. George arrives at a 
very radical conclusion. 

The proposed changes which seem to meet with 
the most general favor from conservative intellects 
are a graduated income tax, a tax upon inherit- 
ances or upon collateral inheritances, and a tax on 
land and on franchises. They should be carefully 
considered. 

The income tax, although advocated by good 
authorities, seems to be more proper as a special 
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or supplemental tax, where other sources of rev- 
enue fail,* or for special demands like war. 

It is open to three objections : — 

First, That it is extremely difficult to collect 
fairly — so much so that in Germany, where that 
tax is heavy, the proverb runs, ** The bigger the 
income, the bigger the thief." It is a tax which 
is more readily evaded by the very rich than by 
others, because it pays a rich man to employ the 
best counsel, to resort to artifices, or to remove 
his residence for the purpose of saving a con- 
siderable sum of money ; while upon men of mod- 
erate circumstances, especially those on a salary or 
having a fairly definite professional income, it falls 
with redoubled weight. 

Second, Even a graduated tax has not that 
justice which appears on its face. For a poor man 
with a large family to pay anything out of an in- 
come which barely supports him is more of a 
hardship than for a wealthy man, who has only 
himself to care for, to pay a large proportion of 
his superfluity. In order to impose anything , like 
equal burdens, an income tax should be graduated 
with reference not only to the amount of income, 
but to the amount of necessary expenditures, and, 
consequently, with reference also to the social 



♦ " Direct taxes on incomes should be reserved as an extraordinary 
resource for great national emergencies." — Lattghlin's MilPs Prin, 
of Pol. Econ. AppletoUy iSSy,f.^j6, 



EQUITABLE TAXATION. 53 

position of the individual. Thus, a butcher's fore- 
man with fifteen hundred dollars a year, who lives 
as butcher's foremen and men of the laboring class 
usually do, would find a tax upon his income far 
less burdensome than the small merchant who 
makes fifteen hundred dollars' profit, but whose 
mode of living and dress, from the nature of his 
occupation, necessarily involves a much larger ex- 
penditure. But such graduation would be impos- 
sible. 

Third, An income tax is paid, if paid at all, 
entirely out of savings. It tends to discourage 
frugality, and to undo the very work on which we 
have spent so much trouble in establishing a 
savings bank system. All proposals for a grad- 
uated income tax necessarily provide for the 
exemption of incomes under a certain amount, for 
it would not pay to collect a tax on a laborer's 
wages. If, in order to remedy this, its payment be 
made a condition of the suffrage, then, besides dis- 
franchising many working-people, it opens a wide 
door for corruption; and, if not so constructed, 
such a system would exempt the greater part of 
the public from all share in the public burdens. 

** It is to be feared, therefore, that the fairness 
which belongs to the principle of an income tax 
cannot be made to attach to it in practice." (J. S. 
Mill's ** Prin. of Pol. Econ.," page 555.)* 

* For other objections see Fawcett's Man. of Pol. Econ. 
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Now, as to the inheritance tax : That is an 
occasional and uncertain duty, like the old aids, 
reliefs, and wardships ; and the effect of it is, like 
that of other taxes on personal property, to drive 
away capital. The American colonies at Paris, 
Pau, Rome, and London are already sufficiently 
large for American interests. A tax on inherit- 
ances violates the canon that taxes should be 
assessed at the time when they can be most 
easily paid, since almost all estates are pressed 
for ready money, and one cannot pay taxes with 
a note or by hypothecating " cat-and-dog " se- 
curities, valuable as they may eventually prove 
to be. 

The legacy duty falls mainly upon widows and 
orphans, and falls most heavily upon those of 
slender means, because it is more easily evaded 
by the rich. Being impersonal and infrequent, it 
interests no one in good government. It fosters 
extravagance and hinders the natural redistribution 
of vast estates, and that in increasing degree as it 
is made heavier on bequests to distant relatives. 
Nor does the fact that a legacy is possible merely 
by reason of law justify this toll, for the collec- 
tion of a debt is also such an artificial power. 

We must seek some more philosophic changes 
than these if we are to distribute the burdens 
equitably. 

As the experience of California, Colorado^ 
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Massachusetts, and other states shows,* to tax 
personal property in any form fully or fairly is 
utterly impracticable. f The attempt results in an 
increase of nothing but perjury. If it could be 
done it would be disadvantageous, and it is now 
advocated by hardly any respectable authority. 
Even the attempt has recently been, to all intents, 
abandoned in Ohio. The tendency of enlightened 
law-making is to fix taxes mainly on real estate, 
and this better conforms to the canons. The 
quantity of real estate is substantially fixed, and 
its use indispensable, so that assessments on it 
cannot lessen its amount or impair the extent to 
which it is used. It cannot be carried away or 
concealed. It is open to the sight of all, and, 
though its valuation is not entirely free from diffi- 
culty, yet, since it is immovable from year to year, 
it can be more accurately appraised and more 
easily compared than any other property. 

Its value is determinable in advance of assess- 
ment; the tax is a first lien on the property, so 
that it has become proverbially certain, while the 
active interest of real estate owners in public ex- 
penditure testifies to the beneficent effect of its 
directness. As to the way in which this tax is 

* See Thomas G. Shearman's address before the Joint Committee 
of Taxation of the Ohio Legislature, Jan. 9, 1889. 

t See Julien T. Davies's address on ** The Abolition of the Tax 
upon Personal Property," delivered Jan. 22, 1891. 
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distributed, the New York Times well remarked : 
** Everybody who pays rent, or who pays board to 
any one who pays rent, or who buys anything of 
any one who either owns or rents real estate, con- 
tributes his share toward the taxes that are col- 
lected from real estate. The landlord who directly 
pays the tax bills adds substantially the amount of 
his payment to the rent which he charges for the 
use of his house, and the amount of rent paid by 
the occupant affects the price of anything that he 
may sell, whether it is lodging, or board, or mer- 
chandise." (Editorial, May 19, 1891.) 

This is too self-evident to need discussion. This 
tax is specially adapted to municipal wants, as the 
assessable value of real estate increases in direct 
proportion to wise municipal expenditures. 

The practical difficulties in the way of its adop- 
tion are not serious. It is not difficult to show the 
farmer that the accompanying exemption of per- 
sonal property would greatly lighten his burdens, 
because he knows that agricultural land is worth 
little in itself, and derives it value mainly from the 
stock, crops, machines, and capital employed upon 
it. The farmer feels the assessment of these things 
more severely than the trader, because he can less 
easily evade it. 

Taxes on real estate are just, and are favored 
by intelligent real estate owners, because, although 
that part of the tax which falls on the value of the 
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land alosne 25 paid br iJje owner and CttftJ^^ be 
chaT^ed ofct,* Aese taxes encoxiragc improx^ci^ctJl^ 
ft>5ter trade, and so increase the value of the Iaj^. 

Merchandise or Louses can ahra^k-^ be pnx^i^ocd 
a^ain at about tie same price, but '^-batcx'or in- 
crease comes from business and prospcritx" Attdchc!!; 
onfy to tbe land, so that aD ex^entualK" Cv^mcs bjick 
tp the owner of the soiL 

The tax must be on real estate rcgardlo^ oi 
whether it is paid for or not. Were the pro}>- 
ositions which commend themseh^es to manv of our 
rural legislators carried out, namely, to tax the 
mortgage too, or to tax the land and allow the 
amount of any mortgages to be deducted from the 
assessed valuation, in the one case the amount of 
the tax on the mortgage would be charged over ti> 
the borrower, and in the other the city speculator 
would pay simply no real estate tax whatever, 
because he would cover up his land to its full 
value with mortgages held by his sister in Jersey 
City, his lawyer in Great Britain, or by somebody 
else so removed from state jurisdiction that, 
in accordance with the decisions of our United 
States courts, the property could not be reached 
for taxation. 

Taxes on corporate or other franchises conferred 
by the government also comply with the conditions 

* ''A tax on rent would fall wholly on landlord!, and cuuld nut be 
shifted to any class of consumers." — Ricardo^ Chap, X» 
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of the canons, for it is unreasonable that one man 
or body of men be given special privileges without 
making special compensation to the community. 
This applies equally to banking, insurance, railroad, 
and land companies. But the tax must be laid on 
the value of these privileges and not on the use of 
them, nor on the capital employed, nor on the 
receipts, else it will have all the disadvantages of 
other taxes oi\ production and on capital. Such 
taxes are popular, and are generally recognized as 
specially adapted for state purposes, so much so 
that th^ Governor of New York recently expressed 
the hope and conviction that they would shortly be 
sufficient to defray all ordinary expenses. 

The question of federal customs duties need 
hardly be considered here, since those who hold 
that the tariff is not a tax at all, but merely a 
means of fostering industry, believe that it should 
be gradually dispensed with when no longer 
needed ; while those who believe that it is a tax 
contend that if sufficient revenue can be otherwise 
raised with less expense, greater certainty, and an 
equally general distribution, then,, being subject to 
constant modification, it should gradually disap- 
pear. In any case it has nothing to do with 
either state or municipal government, even if at 
present necessary for national purposes. 

These, then, appear to be the needed scientific 
changes, — the steady concentration of all taxes for 
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local purpose on local real estate,* and of taxes 
for other purposes upon franchises and upon the 
special powers of corporations. 

BOLTOX Hall. 



* " Now, all this loss and confosion would be avoided if the cor- 
porations were assessed by the State Assessors, under a code to be 
wisely adjusted, so as to distribute taxation equitable, with reference 
to the means, condition, and purposes of the corporation; keeping 
the tax below the repelling and expelling point, and recognizing the 
claims of manufacturing and publishing corporations to considera- 
tion. The real estate interest would reap a substantial and material 
advantage in relief from the state tax, and corporations, when each 
class should be equitably and uniformly taxed, would cease to be 
the objects of jealousy and distrust." — Letter xi, of Geo, H, 
Andrews on ** The Future of New York" 1877, 
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country's history are entirely inadequate for present 
needs has converted the whole country into a vast 
debating society, in which not only farmers and 
financiers, but politicians, business men, working- 
men, — in short, all classes, — are eagerly studying 
and discussing the various phases of the taxation 
problem. 

It cannot be claimed that this is altogether a 
recent development, for it was the taxation issue 
which led to the separation of the colonies from 
the British crown, and it has been an important 
factor in national politics ever since. Yet only 
within later years has an attempt been made to 
consider the question apart from the bias of parti- 
sanship, solely with an end to the best interests of 
the whole people. The result, in so far as national 
taxation is concerned, can hardly be said to be a 
success ; for the two great political parties of the 
country having joined issue on the question of pro- 
tection V, a revenue tariff or free trade, the discus- 
sion carried on has been far from impartial. 

With no expectation of being able to add any- 
thing new to the arguments in favor of abolishing 
the protective tariff now in force, I may briefly 
state some of the reasons which can be adduced in 
support of a more simple and equitable system of 
taxation. The first consideration is that taxes on 
imported commodities tend to discourage com- 
merce and industry by making more difficult the 
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exchange of products of various countries. That 
this is true of all tariffs, whether for protection or 
revenue only, is not denied, the advocates of pro- 
tection claiming that it is desirable in the interests 
of the home producer. As it is a fundamental 
principle of the science of the production and dis- 
tribution of wealth, that men seek the satisfaction 
of their desires by the least possible effort, it fol- 
lows that individuals living in separate political 
communities, as well as those living under the same 
government, will only exchange products when it 
is mutually profitable to do so. 

Against this law of reciprocal exchanges it is 
urged that the national government should enact 
legislation compelling consumers to purchase from 
certain home producers, at an increased price, the 
goods they would otherwise obtain from abroad. 
Without entering into the minor points of differ- 
ences in wages paid in various countries as com- 
pared to this, or the necessity for an artificial 
stimulus for the diversification of home industries, 
it is sufficient to point out that all such legislative 
interference with exchange of commodities must in- 
evitably result in decreased production. That this 
IS so can easily be seen by an examination of the 
methods in which wealth is most effectually pro- 
duced, which are : those giving the largest returns 
for the smallest expenditure for labor, land, and capi- 
tal ; the factors of production. From this it follows 
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that when artificial restrictions compel the pro- 
ducer to give a larger share of his commodities 
for the goods he needs than he would have given 
if allowed to exchange them to the best advan- 
tage, the total wealth is diminished. These con- 
siderations apply equally well to revenue tariffs, 
in so far as they act as a hindrance to the impor- 
tation of commodities. 

Tariffs, then, being condemned on the broad 
ground that their effect is to decrease the wealth, 
and therefore the comfort and happiness of man- 
kind, it remains to be seen whether anv system can 
be devised which is not open to the same ob- 
jections. Such a S}'stem has alread}- been sug- 
gested, and is advocated by a large and increasing 
number of adherents, who believe that it is the only 
practicable solution of the difficulties in which the 
question is involved. Briefly stated, the proposi- 
tion is to : abolish all duties on foreign goods, and 
internal revenue taxes, and resort to direct taxa- 
tion levied on real estate alone. This must not be 
confused with the tax on land values, which has 
become associated with the name of Mr. llcnr\* 
George, whose persistent advocacy of a tax on 
rent has brought that question prominently before 
the public. Whatever merits his scheme ma)' have, 
it IS evident that its adoption, with its attendant 
feature of the confiscation of all unused land, is at 
present beyond the limits of probability, and need 
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not be seriously considered here. There is no 
doubt but that, when the public has been educated 
up to a perception of the injustice of allowing 
certain individuals to retain the values resulting 
from the general growth of the community, the 
demand that these values should be appropriated 
by the community will become wide-spread. The 
question is really one of methods of land owner- 
ship, and not merely of taxation, and should be 
discussed separately. 

A direct tax on real estate, however, is open to 
none of the arguments urged against a tax on rent 
or the tariff. It would not injuriously affect pro- 
duction or discourage the investment of capital, 
but would be evenly and fairly distributed upon all 
users of real estate. As every one is included in 
the latter category, since it is impossible to live 
without using real estate, all would pay a share of 
taxation. 

An additional argument in favor of a direct tax 
on real estate is its ease and cheapness of collec- 
tion. Instead of the elaborate machinery of cus- 
tom houses and internal revenue officials, a small 
force of assessors and collectors will suffice, who, it 
could easily be arranged would also levy and col- 
lect state and municipal taxes. Again, the ten- 
dency of direct taxation would inevitably be to lead 
to greater economy in the administration of the 
government, as the immense sums now practically 
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squandered in unnecessary expenditures could not 
be raised without a general protest, if they were 
taken from the people directly. Not a small evil 
of the present system is the fact that heavy bur- 
dens are imposed on the public, because the taxa- 
tion out of which they are paid is not realized by 
the tax-payer. 

While the question of reform in state and munici- 
pal taxation has not attracted so much attention 
as that of national revenues, it is nevertheless an 
issue of importance throughout the country at 
large. In all the states in which elections were 
held this year, the platforms of both political par- 
ties contained reference to the necessity for better 
tax laws ; and the Farmers' Alliance, or third party 
movement, has declared in favor of sweeping 
changes in methods of assessing and collecting 
state taxes. Commissions for the purpose of se- 
curing information concerning the most equitable 
methods of raising state revenues have been fre- 
quently appointed by the legislatures of various 
states, but so far the conclusions reached by these 
commissions have not been generally adopted. 
Among the farming population of the country a 
sentiment exists in favor of reaching the wealthy 
classes by taxing all forms of personal property, 
and many states have enacted stringent laws for 
that purpose. The experience of those states, 
however, has shown that the personal property tax 
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fails of its object, and is a prolific source of fraud 
and perjury. It is also found that the farming 
districts of these states pay proportionately a 
larger share of personal property taxes than 
the towns and cities. The reason for this is the 
fact that while the farmer's personal property 
is known and can easily be estimated by the 
assessor, that of the wealthy city resident caimot 
be found. And, since the value of city real estate 
is enormously greater than that of the country dis- 
tricts, direct taxation on real estate alone would 
not bear unjustly on the residents of the latter 
sections of the states. 

There remain to be considered income, succes- 
sion, and corporation taxes, each of which has a 
considerable number of supporters at the present 
time. The main objection to an income tax, in 
addition to its opportunities for fraud and evasion, 
is that it punishes the man whose special abilities, 
devoted to the production of wealth, benefit thou- 
sands while enriching himself. As society has 
everything to gain and nothing to lose by an in- 
crease in the total production of wealth, it follows 
that to tax those who are more industrious or in- 
ventive is to put a premium on lazinesss and ig- 
norance. The history of the income tax in those 
countries in which it has been in force shows 
nothing in its favor, and its inquisitorial features 
are so foreign to the spirit of American institutions 
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that there is little probability of its being adopted 
here. 

Taxes on inheritances are, when light, easily col- 
lected, and might be made to yield a small part of 
state revenues ; but any attempt to raise large sums 
in this way would simply lead to the distribution 
of property during its owner's life. This method 
of evading the succession tax is already in practice 
in several states in which for a time considerable 
amounts were obtained through it, but which have 
fallen off with the more strict enforcement of the 
law. 

Taxes on corporations, which are merely large 
aggregations of capital for more economic produc- 
tion or distribution of commodities, are equally ob- 
jectionable with all other taxes on capital. Their 
tendency is to prevent small firms or individuals 
uniting for the purpose of carrying on business on 
a wider scale, at decreased cost to the consumer ; 
and their effect in states where adopted has been 
to drive many corporations into other states. An 
exception should be made in favor of taxing all 
corporations owing their existence to a public fran- 
chise, which should pay for the special privilege 
granted by the state. 

All other forms of taxation having been shown 
to be either insufficient, inequitable, or injurious to 
the business interests of the country, direct taxation 
levied equally on all real estate, remains the only 
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satisfactory system that has yet been suggested. 
Favored by nearly all the leading writers on taxa- 
tion, it is only a question of time when its merits 
will be perceived by the public and its replacement 
of present methods be assured. 

J. Whidden Graham. 




JOHN WIN SLOW CABOT. 
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the working of the present plan of levying taxes 
pursued in most states. 

My tax rate in the state of Ohio is $2.20 upon 
each $100 in value of my property. Supposing 
that I have saved from my earnings $1,250, and 
in order to take no risk of losing it have invested 
it in a safe bond, say a Chicago, Burlington & 
Quincy seven per cent bond, payable in ten years. 
For $1,2501 can buy a $ i ,000 bond of this descrip- 
tion. The annual return Upon the investment, after 
allowing for the $12.50 per year paid as premium, 
is $57.50. Now, out of this my tax must be paid. 
I am required by the assessor to make a sworn 
statement of the market value of my property 
($1,250) on a certain day in the year. Upon this 
value the Board of Equalization assesses the 2.2 
per cent rate, which amounts to $27.50; and this 
being taken from the $57.50 leaves as net income 
thirty dollars, and amounts to a tax upon my gross 
income of forty-seven per cent! A tax which 
thus practically amounts to an income tax of nearly 
one half of the entire income is manifestly such a 
monstrous injustice that in practice it is almost 
universally evaded in this state ; and the result is 
a system of deception and false swearing, upon the 
one hand, by those who will not pay such a tax, 
and, on the other, the levying of an enormous tax 
upon such as are not willing deliberately to swear 
to a false statement. The wording of the present 
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law IS unmistakable, and admits of no alternative. 
The choice of the property holder lies between 
either making a truthful return of all property at 
its market value and being duly punished for so 
doing by the imposition of a forty-seven per cent 
income tax, or else rendering himself liable to 
other punishment for committing an act of per- 
jury. 

While, as a matter of fact, the great fortunes 
generally escape, through various deceptions and 
evasions, their proportionate share of the bur- 
den of taxation, that other class of people pos- 
sessed of no property escape all of their share, so 
leaving the main part to be borne by the small 
fortunes. The benefits of stable government are 
enjoyed by all ; all should therefore contribute to 
its support. 

Before proceeding to the consideration of the 
most important change of plan to be advocated 
here, we may devote a few words to the less im- 
portant question of national taxation. 

The present plan of indirect taxation for the 
support of the national government, by the collec- 
tion of import duties and the levying of internal 
taxes upon spirits and tobacco, so equalizes these 
taxes upon all classes, is so little felt to be a 
burden (except, perhaps, to those who dress in for- 
eign-made fabrics and use foreign luxuries), that 
our people would not submit to any plan of direct 
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taxation in its place. While, therefore, the present 
system appears to be in its essential principles as 
good as any that could be devised, taking into con- 
sideration the widely diversified interests — com- 
mercial, manufacturing, agricultural — of the whole 
people, some of its details are open to criticism. 
Some changes which it is practicable to make 
immediately, will, it is believed, tend to relieve the 
burden of taxation of certain interests without 
working injury to others. The first should be so 
to change the import duties on raw wools as to 
admit free of duty such varieties of wool as are 
not now grown in this country to advantage, or not 
likely to be in the future. The effect would be to 
relieve the woollen manufacturing interest of a tax 
on its raw material, which tax is of no present 
benefit to the wool producer, while its abolition 
would be of positive benefit to him from the 
greater amounts of home wool needed for mixing 
with these varieties of foreign wool thus imported. 
With this change there should also be a material 
reduction in the duty on manufactured woollen 
goods. The present high duty taxes on woollen 
goods are of doubtful benefit to woollen manufac- 
turers, because the prices for these products are 
fixed mainly by competition among themselves. 
If these taxes, then, have become, through the 
operation of the protective system, of little or no 
benefit to any interest, they should be reduced. 
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The same cnange should be made with respect to 
other articles of manufacture whose average selling 
price has been reduced in this way to a point con- 
siderably below that of the foreign price plus the 
cost of importing, including the duty. Among 
such are steel rails and pig iron, the duty on the 
former of which should be reduced to four tenths 
of a cent per pound, and that upon pig-iron to five 
dollars per ton. 

The duty of seventy-five cents per ton upon 
bituminous coal, while it is a matter of small 
moment, should be abolished. Our own coal will 
in any case control our markets, as it can be laid 
down in all parts even of New England cheaper 
than can foreign coal with the duty off. It is not 
affected, therefore, by the duty one way or the 
other. A duty which has thus become inoperative 
should be discontinued. Iron ore should be placed 
on the free list. Foreign ore does not and cannot 
come in competition with American ore to any 
appreciable extent, because the cost for inland 
freight from the seaboard to inland furnaces is too 
great, and, on the other hand, American ores can- 
not for a like reason reach the seaboard. The 
abolition of this tax would, therefore, benefit some 
interests and injure none. These reductions of 
duty taxes will tend to relieve the burden of taxa- 
tion because they have now come to be in the 
nature of unnecessary taxation. The only remain- 
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ing national tax of large proportions is that re- 
quirea for the payment of pensions. A change 
here also may be suggested in the matter of paying 
pension obligations, which would distribute this tax 
over a greater number of years, and at the same 
time redi^ce it in amount. It is, briefly, to settle all 
such claims in one payment instead of in quarterly 
instalments, as at present. This method would be 
somewhat similar to a plan sometimes adopted in 
the civil pension list of the English government. If 
each claim were settled at the Pension Office in 
one payment, equal in amount to the entire sum 
probably payable in the lifetime of the applicant, as 
determined by his "life expectancy," instead of by 
a number of quarterly instalments paid by pension 
agents scattered all over the country, the saving in 
cost of carrying on the work would be apparent. 
To provide funds for this purpose, a long-time gov- 
ernment loan would be authorized, the bonds being 
sold as fast as money was needed for the discount- 
ing of the claims. These bonds would then be 
used as a basis for national bank circulation at 
their face value, thus offering an easy solution of 
that very perplexing question of how to provide a 
sufficiently large money circulation for our rapidly 
expanding population and industrial energies with- 
out endangering our credit by the use of a cur- 
rency based on a commodity (silver) whose value 
is constantly fluctuating. By this plan of discount- 
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ing pension claims with funds borrowed of the 
next generation, not only will the total burden be 
reduced, but it will be distributed more equitably. 
The coming generation will enjoy equally with 
the present those benefits accruing from a strong 
national government, established and made endur- 
ing by the results of the war. It is but justice that 
it should be called upon to pay its share of the 
cost of that war. 

We pass on now to the more important question 
of state and municipal taxation. If, instead of 
the usual plan of taxing all forms of property, 
real and personal, upon the same basis, the entire 
tax were put upon real estate, the burden of such 
tax would be more equitably distributed over all 
classes of society. Those having large posses- 
sions would not be enabled to escape their just 
share, by the concealing of the evidences of their 
wealth, or by false tax returns, for the reason that 
real estate is a form of property which is visible 
and apparent, which cannot be concealed or taken 
away, and whose market value may be readily de- 
termined by disinterested examiners. A tax upon 
real estate must necessarily fall upon all citizens, 
because all must make use of it to live in and to live 
on, whether as direct owners or by hiring from 
others. No one can, therefore, escape bearing his 
share of the tax, — a share which will be in pro- 
portion to his ability to bear it. In the case of 
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owners of real estate, the tax is a direct one, while 
with those who hire, it is included in the rent. 

The present iniquity of very large property 
holders escaping a large part of their share of the 
tax burden, on the one hand, and of those, on the 
other, who, having no property, escape it alto- 
gether, would by this plan be swept away, and the 
middle class be relieved of that part of the bur- 
den which they now unjustly bear. 

There are to-day thousands of acres of land in 
all parts of the country, held for speculative pur- 
poses, and prevented from being brought into use, 
which pay only nominal taxes. Under this plan 
it would be found unprofitable to hold such lands, 
because of the higher tax rate, and they would 
be made available for useful purposes, or such as 
were continued to be thus held would be compelled 
to bear their fair share of the taxes,. thus relieving 
the other tax-payers to that extent. In addition 
to the fairer distribution of the tax burden effected 
by this arrangement, it must be remembered that, 
with the entire tax placed upon land and its im- 
provements, the largest proportion will be borne 
by those parcels of real estate which are espe- 
cially favored in situation, such as are in large 
cities, or those pieces of land which are unusually 
productive and therefore unusually valuable, thus 
throwing the heaviest burden upon those possess- 
ors enjoying the greatest natural advantages, and 
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therefore better able to bear it than their neighbors 
in less favored localities, or having less productive 
land. 

In order to carry out this change of plan without 
working injury to any existing interests, it must be 
done gradually, the first step being to establish, for 
a term of years, a different tax rate upon real estate 
than that upon personal, making the rate on real 
greater, and that upon personal correspondingly 
less, and, as time goes on, gradually increasing 
this difference, until finally the whole burden is 
placed on land a^d improvements, and personal 
property is exempt from taxation. 

If my house, barn, and lands are valued at $4,000, 
and my horses, cattle, tools, household effects, and 
other personal property at another $4,000, and I 
pay a tax of $10 per thousand, the total amount 
of tax which I must pay ($80) will be no greater 
supposing that the rate were so changed that the 
real estate should bear a rate of $15 and the per- 
sonal only $5 per thousand : but the effect upon all 
kinds of property will be to distribute the tax more 
equitably upon all classes ; to bring into the tax 
list large amounts of property which now escape 
nearly all taxation ; to get full taxes from lands 
held for speculation ; and, finally, to make possible 
the raising of money needed for the support of 
state and municipal governments with a far lower 
tax rate. 
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Such changes, then, in existing plans as are here 
suggested as necessary to secure a more equitable 
distribution of the burden of taxation for the sup- 
port of national, state, and municipal governments 
— changes which can be inaugurated immediately 
without injury to any vested interests — may be 
summarized as follows : — 

First. The placing of certain grades of raw wools 
on the free list, and a reduction of the national 
protective duty taxes on woollen goods, steel rails, 
and pig-iron, and the entire abolition of the duties 
on coal and iron ore. 

Second, The reduction of the pension tax by 
adopting a method of paying the claims of disabled 
soldiers and sailors in single payments, from money 
derived from a public loan, the bonds of which to 
be used as a basis for maintaining the national bank 
circulation. 

Third. The placing of the entire burden of 
taxation for the support of state and municipal 
governments upon real estate. 

J. WiNSLOW Cabot. 
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[Mr. Cowles is the son of Henry Benjamin Cowles and Rachel 
McMurdy, the one being of Puritan and the other of Scotch-Irish 
ancestry. His father went as a mere boy to Kansas to take a hand 
in making it a free state, and, though the subject of this sketch was 
bom in Oberlin, O., he was taken in arms by his parents to Topeka, 
Kan., and that place has since been his home. He was born March 
17, 1 86 1, graduated at Oberlin College in 1882, spent the three 
years following as instructor in English and history at the Kansas 
State Agricultural College, was elected to a professorship in 1885, 
but asked leave of absence for further study, and went to Harvard 
University; soon decided to devote himself to the law, and re- 
signed his professorship; in connection with his law studies pursued 
courses in English, philosophy, and political science in the academic 
department, and received the degrees of LL. B. and A. M. from Har- 
vard in 1888. Since then he has been actively engaged in the prac- 
tice of his profession in Topeka, but writes occasionally for the 
periodical and newspaper press on topics of a legal or politico- 
legal nature. 

Francis A. Walker has enumerated as the four 
possible bases of taxation : i. Property, or realized 
wealth; 2. Revenue, or income ; 3. Consumption, 
or expenditure ; 4. Faculty, or native and acquired 
power of production. The first is objectionable in 
that it punishes frugality by placing the entire bur- 
den of government on those who save. The second 
punishes industry by demanding an additional con- 
tribution from one who imposes hard work or long 
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hours on himself in order to increase his earnings. 
The third punishes poverty by exacting from one 
whose income barely affords support to his family 
a contribution only slightly less than is made by 
one who has thrice the income. The last bears 
on its face an attractive promise of making the 
prodigal, self-indulgent man frugal, because he will 
not escape taxation by spending ; and making the 
lazy man industrious, because he is taxed just as 
much as if he worked ; and lightening the burden 
of the poor man, because, as a general rule, it is he 
whose power of production is small that is poor. 
Obviously this is only the second basis idealized. 
It is taxing a man according to what his income 
ought to be, and no one knows better than Prof. 
Walker that it is wholly impracticable in fact, be- 
cause no governmental machinery can apply such 
a test. It is merely suggested as a sort of theoret- 
ical standard from which to measure the departure 
of a practical system from what is abstractly desir- 
able. 

Ignoring details and local variations, it may be 
said in a general way that there is but one existing 
plan of taxation in the United States. State and 
local revenues are raised by a tax on all property 
at a uniform rate, laid with some reference to the 
value ; while national revenues come wholly from 
tariff and excise taxes. Now, while in any com- 
prehensive view of the subject these two branches, 
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SO to speak, must be regarded as constituting one 
system of taxation, the structure of our govern- 
ment is such that they must be maintained formally 
independent and coordinate, and hence they must 
be considered separately. 

The former is a thorough-going application of 
the first of the bases of taxation above mentioned. 
From a theoretical standpoint it seems to possess 
in a high degree the very desirable qualities of 
simplicity, completeness, and equality, but its prom- 
ises have not been borne out in practice. It never 
did work very well, and it grows worse and worse 
with the increasing demands upon it. One can 
scarcely exaggerate in stating how completely out 
of date it is. Intelligent men who have had occa- 
sion to observe the working of tax laws are unani- 
mous in condemning it. The moment it is put to 
a practical test it is apparent that its show of jus- 
tice is a sham, and that no amount of simplicity 
and unity can cure this fatal defect. It has been 
found impossible either to get all property listed 
for taxation, or to get all that is listed taxed at the 
same rate. If deduction for debts is allowed, all 
experience shows that it is the easiest matter in 
the world to fabricate indebtedness that is valid 
enough to set off against taxes, but not valid 
enough for any other purpose. If it is not allowed, 
the man who has two thousand dollars worth of 
visible property, but is in debt two thousand dol- 
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lars, will pay taxes on two thousand dollars, well 
knowing that the man who holds his notes, in three 
cases out of four, will not return them for taxa- 
tion. So long as notes are nominally taxable, and 
escape only by perjury or evasion, the reduction of 
the interest rate is only trifling compared with what 
would follow a legal exemption ; and borrowers are 
therefore oppressed without any corresponding ad- 
vantage to the state. Unscrupulous business men 
depreciate their stocks or magnify their indebted- 
ness, and then undersell their more conscientious 
competitors. In every city there are men worth 
ten thousand dollars who pay as much in taxes as 
men worth fifty thousand dollars, and as the figures 
increase the disproportion is still greater. 

No competent person would estimate* the value 
of the personal property in the United States as 
less than that of the real estate. Yet the census of 
1880 showed that of the total assessed valuation 
77.13 per cent was charged to realty, and but 22.87 
per cent to personalty. In some of the states 
which are richest in personal property the corre- 
sponding figures are 86.60 and 13.40. Of this 
small amount of personal property which is actually 
reached for taxation, probably the greater part con- 
sists of personal property on farms and of estates 

• 

in the probate courts. The forms of personalty 
which constitute the bulk of the wealth of those 
who are most able to pay taxes, like stocks, bonds, 
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mortgages, bank deposits, jewels, etc., are invisible, 
and usually escape taxation. The amount of per- 
sonal property returned for taxation in the state 
of New York actually decreased hetwttn 187 1 and 
1884 one hundred and seven million dollars. In 
short, under the present system, farmers, infants, 
insane persons, and men who tell the truth are 
seriously overtaxed ; while the continual false re- 
ports by which other classes evade taxation must 
in the long run tell very seriously on the national 
character. 

Multiplying oaths and increasing penalties has 
proved utterly inadequate for the correction of the 
injustice of the present system and the consequent 
tendency toward the corruption of character. The 
very terrors of the Inquisition would scarcely avail. 
Both evils are to be remedied by lessening the 
opportunities for evasion, and this means abandon- 
ing the theory of taxing everything. Making the 
objects of taxation few in number tends to 
economy in collection and reduces the interference 
of government with the affairs of the people, but 
the advocates of a single tax on land values push 
the principle to extremes. In their zeal to dis- 
pose of tax-dodging they overlook various other 
important considerations. 

It would require no very great increase in the 
tax on land values to render land absolutely worth- 
less as measured by the existing standard of the 
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relative values of objects of desire. This is simply 
confiscation, and Mr. George's justification of it on 
the ground that " the people " have been " robbed/' 
and may rightfully reclaim their patrimony even in 
the hands of remote descendants of the " robbers," 
would be far-fetched and doctrhiaire even if it had 
a historical basis. It is only partially practicable 
so far as securing to the public " the unearned in- 
crement " is concerned, because there must be a 
reasonable fixity of tenure to induce any improve- 
ment ; and any increase in the rental value, so to 
speak, during the term will go to the occupant. 
Moreover, on grounds of policy the number of 
tax-payers ought to be as large as possible, while 
this scheme leaves a vast host without any direct 
pecuniary interest in honest and economical govern- 
ment. If confiscation were put aside as not to be 
thought of, and the matter were discussed as a 
proposition for all the rest of us to buy out the land 
owners and start a new, it would be said at once that 
the game is not worth the candle. 

Our present simple and unswerving theory of tax- 
ing everything alike has proved thoroughly unsatis- 
factory. Mr. George's equally simple and unswerv- 
ing theory of taxing nothing but naked land values 
involves either a stupendous injustice, which at 
once puts it outside the field of discussion, or the 
assumption of a stupendous debt for expropriation, 
which at once puts it outside the field of what is 
practical in government. 
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Nothing remains but to select the objects of tax- 
ation from between these limits of all and one, 
and it will be no unique discovery if we find that 
the best working system is not the prettiest on 
paper. Human nature is so large a factor in the 
problem that constant allowances must be made, 
and actual results always differ widely from the 
a priori calculations. No system can be devised 
which is wholly satisfactory, even in theory ; and 
the only resort seems to be to combine the several 
systems and let the inequalities of one correct 
those of another. 

In the first place, then, let the necessary funds 
for state expenses come from an income tax, vary- 
ing from, year to year according to the expenditures 
for state purposes. This would bring the exist- 
ence and conduct of the state government more 
directly home to the tax-payers, in a way to im- 
prove its character and emphasize its importance 
in our political system. It is sound finance not to 
incur the expense of collecting in taxes what must 
be returned in alms, and it is sound politics not to 
increase the number of the recipients of charity by 
taxing those who would otherwise just make a liv- 
ing; hence an ** existence minimum," say five hun- 
dred dollars, should be exempt. The merits of the 
income tax are undisputed, and the objections to it 
on administrative grounds are not more serious than 
those to which taxes otherwise much less satisfac- 
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tory are equally open. It is no more difficult to 
ascertain the amount of a man's income than the 
value of his property, and many men with good in- 
comes who ought to share the burdens as well as 
the benefits of government never accumulate any 
property. There is undoubtedly a strong prejudice 
to be overcome resulting from the fact that we 
have never tried income taxes except as a last 
resort, when taxation was already oppressive, and 
in support of objects not by any means unani- 
mously approved. The experiments were tried also 
under acts which were such a burlesque of rational 
income tax legislation that one can scarcely resist 
the conclusion that there was a deliberate intention 
to make the tax odious and ridiculous. But we 
cannot afford to let this prejudice deprive us for- 
ever of that which is theoretically the best of all 
taxes, and which elsewhere grows steadily in favor 
the longer it is tried. 

Such an income tax would enable us to leave 
the other taxes wholly to the local authorities, and, 
if this separation of state and local taxation made 
it possible to get property assessed at its true 
value, this would not be the least of the benefits of 
the new departure. In the face of the positive 
command of the statute in most states that prop- 
erty be assessed at its true value in money, the 
tenth census showed that the assessed value varied 
in the different states from twenty-eight to sixty- 
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eight per cent of the true value, and it is a matter 
of common knowledge that the variation in differ- 
ent counties of the same state is sometimes almost 
as great. If the state tax were wholly indepen- 
dent of this property tax, the basis of valuation would 
not affect the total amount to be raised in a county, 
and there would be no longer any object in lowering 
values. Each county would, therefore, be rather 
inclined to claim all the wealth it has, so as to 
show a low tax rate, and this would do away at 
one sweep with a main source of confusion, ine- 
quality, and mendacity. 

The central feature of the plan for local taxation 
should be, as now, the tax on real estate, exempt- 
ing nothing except public property and real estate 
actually used for religious, charitable, and educa- 
tional purposes. Probably also the specific assess- 
ment of live stock, carriages, and farm machinery 
in the manner now usually followed is as near an 
approach to justice as is practicable. Perhaps one 
team might well be exempt, for fear of trenching 
in some cases on the ** existence minimum.'* 

In the taxation of household furnishings there 
would be a decided gain in avoiding the necessity 
of domiciliary visits and in reducing the tempta- 
tion to make false reports, with certainly no loss 
ih securing a proportional levy, if the assessment 
were based on rent. The value of household 
goods is found to bear a tolerably uniform ratio^ to 
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the rental value of the property where they are 
used, and this is comparatively easy to determine. 
Here too there should be an exemption for the 
benefit of those who can no more than make ends 
meet. To exempt wholly from taxation house- 
hold goods in residences whose annual rental 
value does not exceed one hundred dollars would 
seem to be not far out of the way. Then, if the 
value of furniture is found to be twice the annual 
rental value, let the excess of rental value over one 
hundred dollars be multiplied by two, and taxed 
at the regular rate as the equivalent of the tax on 
the contents of the residence. 

The taxable value of the personal property con- 
tained in buildings used for business purposes 
should be determined by the same principle. To 
make results corresfpond at all to the facts it would 
be necessary to classify, and use a number of dif- 
ferent multipliers. The value of personal pro- 
perty in the offices of professional men is perhaps 
not more than one half of the amount of their 
annual rent. The tools and materials in the shops 
of mechanics may be worth two or three times the 
amount of their rent, while the rent of merchants 
might need to be multiplied by five or six to cor- 
respond to the value of their stocks. Undoubt- 
edly the classification could be made minute enough 
to distribute burdens much more fairly than the 
present system without becoming seriously com- 
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plicated, and the saving in the wear and tear on 
the conscience would be a clear additional gain. 

Public securities should never be taxed. When 
state or city bonds are nominally subject to taxa- 
tion, the interest rate must be higher by almost 
the full tax rate than that at which non-taxable 
bonds could be sold for the same price ; while not 
more than one fourth of this excess will come 
back in taxes, unless the taxes are withheld out of 
the interest, and this involves some wholly useless 
book-keeping. On the other hand, a formal ex- 
emption from taxation reduces the interest on a 
non-taxable bond by the full amount of the tax 
rate. The effect is the same as if every bond 
was taxed at its full value ; the benefit is shared 
by the whole body of tax-payers; there is no 
expense for collection, and no bondholder has any 
occasion to make oath that he owns no bonds. 

Municipal franchises for furnishing light, heat, 
power, water, street-car service, etc., should never 
be sold. Much less should they be given away. 
Instead, they should be leased for a term of years, 
— and not a very long one in a growing city, — at 
public auction, to the person or corporation which 
will give the largest annual percentage of gross 
receipts ; and any one who outbids the lessee at a 
subsequent auction should be required to take the 
plant at its appraised value. Exempt bonds, stock, 
plant, and franchise absolutely from taxation in 
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the ordinary sense. This exemption will at once 
reappear in the bids, and the "tax" will collect 
itself. 

Other corporations having a quasi-monopoly, 
but less local in their field of business, such as 
railroad, express, sleeping-car, telegraph, and tele- 
phone companies, should also pay a tax on gross 
receipts large enough so that their stock, bonds, 
and plant may be likewise exempted. The tax 
will at once diffuse itself through dividends and 
market values so as to reach the proper parties, 
and there will be no evasion. Only careful inves- 
tigation and experiment can determine the proper 
rates. The following have been suggested for rail- 
road companies: On gross earnings up to $i,000 
a mile, one per cent; on the next $i,ooo,or less, 
two per cent; on the next $i,ooo, three per cent; 
on the next $500, four per cent; and on all in 
excess of $3,500 a mile, five per cent. Probably 
the collection of such taxes should be left to the 
state, both because it is the only agency able to cope 
with these powerful corporations, and because an 
impartial arbiter is needed to apportion the pro- 
ceeds to the local bodies entitled to them. 

One other class of corporations having in the 
aggregate a vast amount of capital stock can also 
be best reached by a tax on gross receipts, to be 
paid by the corporation itself. The chief of these 
are banking, safe deposit, loan, and insurance 
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companies. As to ordinary mercantile corpora- 
tions, there is no occasion for any distinction be- 
tween them and private individuals or firms similarly 
engaged. 

Inheritances, devises, and bequests are an emi- 
nently appropriate object of taxation now little 
resorted to. Such taxes can be collected with cer- 
tainty and economy, and may be made highly 
productive without hardship or injustice. Here at 
least progressive taxation seems to be wholly justi- 
fiable ; and, if it have the effect to cause the distri- 
bution of very large estates during the lifetime of 
the owner, the result need not be regretted. 

It is an obvious corollary from all this that cash 
in hand, notes, accounts, and all property of a 
similar elusive nature, should be exempt from 
taxation. 

One administrative change of the utmost impor- 
tance is to make assessors appointive rather than 
elective officers. Their tenure of office should be 
somewhat permanent, and it is ignoring human 
nature to expect a man seeking re-election to 
appraise at the same rate the property of one who 
will vote for him and of one who will vote against 
him, or the property of one who controls only his 
own vote and that of one who "controls " a dozen. 
Let the county auditor or treasurer be, ex officio^ 
chairman of the board of assessors, and let him or 
the county commissioners appoint the requisite 
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number of assessors, who with their chairman will 
constitute a county board of equalization. 

So much for state and local taxation. The 
other half of the problem is much simpler, and by- 
reason of its wider reach must necessarily be kept 
so. A tax levied on consumption is likely to be 
collected with less friction than any other which 
is available for national purposes. The payment 
being evenly distributed throughout the year causes 
the least possible inconvenience, and the system 
can be promptly expanded indefinitely to meet 
emergencies. Tariff and excise taxes raised chiefly 
from luxuries and the more expensive grades 
of necessaries would not be seriously objectionable 
from a financial standpoint if so laid that the whole 
increase in price would reach the treasury. But it 
must never be forgotten that such taxes, standing 
alone, are inherently regressive ; i. e.y the wealthier 
the man, the lower his rate. With a tariff on nec- 
essaries of life, a man who earns $400 a year, and 
ought not to be taxed at all, will probably pay at 
least one third as much in tariff taxes as the man 
who earns $4,000 a year. Taxes on consumption 
catch some who under any system will evade pay- 
ing their full share of other taxes, but to raise in 
this way the entire national revenue, which in 1880 
was almost exactly equal to the aggregate amount 
raised for state and local purposes, quite overdoes 
the matter. To correct this inequality, and at the 
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same time promote economy in the national gov- 
ernment by letting us know when we are taxed, 
about half the federal revenue should come from 
direct taxes, and for this purpose no other form is 
at all comparable to an income tax. 

The present system is embedded in constitutions 
and in custom, and changes must be slow. The first 
step toward tax reform is to convince people that 
business can adjust itself to the taxation cither of 
few things or many, so as to distribute the burden 
with approximate justice, if evasion is impossible ; 
and that a man may, in effect, pay taxes without ever 
seeing the collector. The changes that have been 
suggested are not new. They are all now in success- 
ful operation somewhere, and a combination of 
them in one system would go far toward correcting 
the evils of the present methods of taxation. 
Some things are confessedly exempted, but the 
aggregate of property actually taxed would enor- 
mously exceed what is now in fact reached. 

The proposed modifications would, together, put 
an end to much of the present inequality. They 
would lessen the temptation to ** dodge " by re- 
moving the opportunity, and diminish the whole- 
sale and unblushing perjury of the present ref^ime 
by removing the inducement. They would pro- 
mote good citizenship by removing a rankling sense 
of injustice and a feeling that the government 
drives one to prevarication and perjury in self- 
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defence; and they would promote good govern- 
ment by repeatedly reminding a large number of 
people who do not now realize it that they have a 
personal interest in the matter.* 

William Hamilton Cowles. 

♦ While quite unable to give credit to all whose writings have 
been consulted with advantage, I desire to acknowledge my special 
indebtedness to Prof. Ely's work on " Taxation in American States 
and Cities," where will be found the argument and illustration and 
detail which are necessarily omitted from this bald and somewhat 
dogmatic presentation of the subject. 
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